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1 . REFTEL B CONTAINS TEXT OF JOINT US/EC CIEC PROPOSAL ON 
DEBT TABLED IN DEVELOPMENT COMMISSION SEPTEMBER 14. THIS 
PROPOSAL DISTINGUISHES BETWEEN (A) ACUTE DEBT CRISIS 
SITUATIONS AND (B) LONGER TERM SITUATIONS INVOLVING 
FINANCIAL, STRUCTURAL AND OTHER PROBLEMS OF WHICH DEBT IS 
ONE ELEMENT. FOR ACUTE DEBT SITUATIONS IT PROVIDES (A) 
GUIDELINES FOR DEBT RENEGOTIATIONS, AND (B) PROCEDURAL 
CHANGES IN THE CREDITOR CLUB WHICH WOULD PROVIDE A MORE 
COOPERATIVE ATMOSPHERE FOR DEALING WITH THE ISSUE. FOR 
LDCS WITH LONGER-TERM PROBLEMS, PROPOSAL CONTEMPLATES 

(A) AN EXAMINATION OF THE SITUATION BY MULTILATERAL 
DEVELOPMENT FINANCE INSTITUTION, SUCH AS THE IBRD, AND, 
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DONOR GROUPS TO SYMPATHETICALLY CONSIDER A RANGE OF 
MEASURES DESIGNED TO DEAL WITH THE PROBLEM. 

2. US AND EC BOTH REGARD THIS PROPOSAL AS A SUBSTANTIAL 
FORWARD STEP AIMED AT CONSTRUCTIVELY ADDRESSING LDCS NEEDS 
WHERE AN AID PROBLEM HAS BEEN FRAMED IN TERMS OF DEBT. 
SUBMISSION OF PROPOSAL WAS ACCOMPANIED BY POSITIVE 
STATEMENTS BY BOTH US AND EC DELS AND WAS INTENDED TO 
INDICATE EARNEST DESIRE FOR FORWARD MOVEMENT FROM THE 
BEGINNING. ON SEPTEMBER 15, G-19 SUBMITTED A NUMBER OF 
THEIR OWN PROPOSALS ON DEBT BEING REPEATED TO YOU SEPTEL. 
THERE ARE INDICATIONS THAT A NUMBER OF G-19 COUNTRIES ARE 
HAVING SECOND THOUGHTS ABOUT GENERALIZED APPROACH EARLIER 
ADVOCATED, ALTHOUGH THIS NOT APPARENT FROM THEIR 
SUBMISSION. 

3. IN THE DEPARTMENT AND AID WE ARE ALSO WORKING ON A 
POSSIBLE PROPOSAL FOR INCREASED HIGH-QUALITY AID TO THE 
LOW-INCOME LDCS, AS AN ALTERNATIVE TO DEBT RELIEF, WITH 

A TARGET INCREASE SHARED AMONG OECD AND OPEC DONORS. FORM 
SUCH A PROPOSAL MIGHT TAKE DEPENDS ON FURTHER ANALYSIS 
OF INCREASES IN US AID TO THE LOW-INCOME LDCS ALREADY 
IMPLICIT IN CURRENT AND PROSPECTIVE BUDGET LEVELS. 

4. WITH REGARD TO PRESERVATION OF PURCHASING POWER, AS 
RELATED TO ENERGY AND RAW MATERIALS COMMISSIONS, BOSWORTH 
MADE CLEAR DURING SEPTEMBER 14 PRESS CONFERENCE THAT, 
ALTHOUGH WE ARE PREPARED TO CONSIDER ANY RELEVANT 
PROPOSALS, USG VIEW ON SUBSTANCE OF INDEXATION IS THAT 

THIS IS NOT AN ECONOMICALLY FEASIBLE MECHANISM. DURING 
THE SEPTEMBER AND OCTOBER COMMISSION MEETINGS, WE WILL AIM 
AT DRAWING THE TEETH FROM THIS ISSUE BY TABLING 
PROPOSALS DESIGNED TO PROVIDE BENEFITS TO LDCS INCLUDING 
INCREASED EXPORT EARNINGS. FOR EXAMPLE, THE IRB, IS 
INTENDED TO HELP LDCS ACHIEVE THIS THROUGH EXPANDED 
PRODUCTION; THE ENERGY INSTITUTE WOULD ACCELERATE 
INDIGENOUS ENERGY PRODUCTION IN LDCS; THE INTERNATIONAL 
INDUSTRIALIZATION INSTITUTE WOULD SPEED THE TRANSFER OF 
TECHNOLOGY TO LDCS. HABIB 
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